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rise further than most people think. 
PERCEPTION & ATTITUDES HAVE CHANGED

But wait a minute... some of you have commented, 
nothing has really changed. The underlying foundation 
is still the same. Debt continues to soar and the econ-
omy remains sluggish. So where’s the big change?

The point is, perception and attitudes have changed, 
and this alone carries a lot of weight. Remember, the mar-
kets look ahead and they perceive better times ahead. 

Even though the basic fundamentals remain the same, 
the markets see the economy picking up, deflationary 
pressures easing, jobless claims at a 43 year low and 
most important, a new President coming in that rep-
resents a big change from the status quo.

Trump is not a politician, he’s a businessman, a deal 
maker and he’s already breaking many of the old rules. 
So far, people like that, and there are many signs of a 
monumental shift taking place.
SIGNIFICANT POLITICAL SHIFT

Ray Dalio, the legendary founder of Bridgewater 
summed it up best... He notes the shift under Trump 
could be more significant than the 1979-82 shift from 
the socialists to the capitalists in the U.K., U.S. and 
Germany when Margaret Thatcher, Ronald Reagan and 
Helmut Kohl came to power.

Dalio believes the impact of the Trump administra-
tion will be bigger than what eggheads are calculating 

Last year was filled with twists and turns. Surprises, 
unpredictable events and wild market volatility was 
the norm.
2016: Never a dull moment

From Brexit to a bitter U.S. election, to Trump’s 
upset victory and interest rates at 5,000 year lows, it 
sometimes felt like a world turned upside down. And 
it resulted in some major changes and wild cards that 
are still in process. 

Many were happy to leave 2016 behind, but the 
aftermath remains. Nevertheless, it looks like 2017 is 
going to be an interesting and challenging year.

Events will likely continue to fuel volatile markets. 
But if we primarily stay with the major trends, learn 
from our mistakes, let the markets tell us what to do, 
and change when the markets change, then this year 
will be a profitable one.
TRUMP REVOLUTION 

The biggest wild card has been Donald Trump.  
Mainly because he’s an uncertainty and the markets 
aren’t sure about the actions he may take.

So far, the stock market has surged on optimism 
over Trump. The market believes his presidency will 
be good for business, earnings and economic growth. 
But the market is also a little nervous and uncertain, 
so it’s still somewhat cautious.

Consumers are upbeat too. Thanks to a better 
economy and Trump optimism, confidence is at a 16 
year high. This has also boosted stocks and we’re start-

ing to see some 
panic buying for 
the first time in 
years. Investors 
see the market 
heading higher 
and they don’t 
want to be left 
behind.

If this contin-
ues, and we be-
lieve it will, then 
stocks could still 
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2016 IN A NUTSHELL...
CHART 2
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based on tax and spending changes. 
He means big shifts, away from un-
productive socialist people to can-do 
profit makers.

This also includes the move toward 
nationalism, populism, protectionist 
policies, and away from globalization. 
(This move is also sweeping through 
Europe.)

But the big question is, will the 
new administration be aggressive and 
thoughtful, or aggressive and reck-
less? And this brings us full circle...

Despite all the optimism, that’s 
the main uncertainty.  Only time will 
tell and the markets are watching 
closely.

In fact, even the Fed has down 
shifted, depending on how things 
develop.

As you know, interest rates are al-
ways the focus. They’re the most im-
portant market in the world because 
they influence the other markets.

So after raising interest rates in De-
cember, the Fed said they had concern 
over the uncertainty surrounding the 
policies of the President elect.

They also said they’re uncertain 
about the pace of interest rate hikes 
going forward, pointing to a number 
of risks that could change the path 
for interest rates... 

But one thing looks clear, world-
wide low to negative interest rates 
could be the greatest opportunity to 
rebuild everything.
2016: Market reflection

Okay, so what are the markets 
currently telling us? Let’s first take 
a look at how they ended up in 2016 
(see Chart 1).

Despite all the ups and downs, 
gold shares were by far the best 
market, outperforming the others 
with a 59% gain for the year. They 
were closely followed by oil, which 
was up 46%.

Further on down the list, copper 
gained 20%, then silver, the Dow 
Industrials and gold, which were up 
16%, 15%, and 8.6%. The U.S. dol-
lar and U.S. government bonds were 
lackluster. (Some of these markets 
are shown on Chart 2.)

But as we move into 2017, many 
of these markets are poised for some 
impressive moves.

As we mentioned last month, 

several of the markets are over-
stretched on the upside and down-
side. These primarily identify in-
termediate term moves. Here’s an 
example of what we mean...
Extremes start 2017

As you’ll see this month, interest 
rates have risen too high, too fast. 
So they’re now starting to decline 
from an extreme high area and in-
terest rates will probably head lower 
in the weeks ahead. But once this 
correction is over, interest rates will 
likely resume their major uptrend.

That is, bond prices will prob-
ably stay bearish and fall further, 
despite a short-term rebound rise. 
So, you’ll want to stay on the side-
lines. As for mortgage rates, this 
would also be the time to lock 
in a fixed mortgage rate, if you 
haven’t already done this.

Lower interest rates are going to 
be good for the bullish stock mar-
ket. As we previously discussed, 
stocks are set to rise further this 
year. But they too are overextended 
for the time being and a downward 
correction would be normal. This 
would provide a good buying op-
portunity.

Lower interest rates will prob-
ably put downward pressure on the 
U.S. dollar. But the dollar is strong 
and bullish, so this probably won’t 
amount to much. It could cause 
the bearish currencies to rebound. 
Nevertheless, it’s best to keep your 
cash in U.S. dollars.

Meanwhile, the strong U.S. dol-
lar has been keeping downward 
pressure on gold. But gold has also 
dropped too far, too fast and it’s now 
started moving up.

Currently, gold shares are lead-
ing the way higher.

So where does gold stand?
This gold upmove could end up 

being a bounce up before gold re-
sumes its decline. But, if gold again 
turns bullish, then the two week 
drop below $1150 would’ve been 
a fake out to scare the last bulls, 
similar to the fake out in 2008.

The outcome will become obvi-
ous in the weeks ahead. And if the 
bull gets back on track, we will too. 
Meanwhile, we’ll keep our core gold 
and silver positions. 
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u.s. & WorlD stocK mArKets  
optimism and a bull market
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2016 CLOSE UP... A GOOD YEAR
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The stock market was one of the big sur-
prises of the year.

The soaring rise following Trump’s election 
doesn’t stop. As the year drew to a close, the 
Dow Industrials was up 15%, and rapidly clos-
ing in on the important 20,000 level.
SO WHAT HAPPENS NEXT?

That’s the big question and opinions are 
all over the place. Everyone’s excited as they 
anxiously await the big Dow break above 
20,000.

This could happen at any time, with the 
S&P 500 and Nasdaq hitting record highs for 
the new year. 

The stock market is extremely bullish and 
it’s likely headed much higher. The Trump rally 
has fueled optimism not seen in decades.

Consumer confidence is soaring and hopes are high. 
Since the stock market looks ahead it’s telling us that 
business, earnings and the economy will continue to 
do well as the new year unfolds.
BULL MARKET OVERVALUED...  OR MATURE?

Many find this hard to believe. They note the 
stock market is already mature and overvalued, so 
stocks probably won’t rise 
much further. Others feel 
Trump’s plans could hit 
a snag. In other words, 
the economy isn’t going 
to grow enough to make 
a difference.

Then there’s rising 
interest rates. Normally, 
that would halt a bull 
market in its tracks. But 
since interest rates are 
just starting a major rise 
from super low levels, this 

may not affect stocks for 
quite a while.

The strong dollar could 
eventually hurt profits of 
the multinational compa-
nies and this in turn could 
hurt stocks too.

Nevertheless, despite 
these negative points, the 
price action in the stock 
market tells the ultimate 
story. And the story it’s tell-
ing is a good one.
ONGOING RECORD 
HIGHS 

Stocks keep hitting new 
record highs and as long as that’s the case, the market 
will signal good times lie ahead (see Chart 5).

Currently, the Dow Industrials, S&P 500, Nasdaq 
and the Russell 2000 (small caps) are the leaders. 
They’re the strongest U.S. stock sectors, and the U.S. 
is the strongest world stock market (see Chart 3).

Still, most of the global equity markets are also on 
the rise and they’re looking good. This is a positive for 
the overall stock market picture because when all of 
the world stock markets are moving up together, you 
know the bull market is real and solid.

The same is true of all of our leading stock market 
indicators, as well as the Dow Theory bull market 
signal, the bullish action of the moving averages, in-
vestor’s sentiment, and the Advance/Decline line (see 
Chart 4).

As you can see, the A/D line is also hitting new bull 
market highs, which adds to the good news. It means 
more stocks are rising than declining. This reinforces a 
strong bull market, and that the breadth of the market 
is healthy.

CHART 3
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CONTINUE TO BUY AND HOLD
That’s why we continue to recommend buying and 

holding a 40% position in our recommended stocks at 
this time. 

But keep in mind, stocks have risen very far, very 
fast, which usually means they’re due for a rest.That 
is, they’re overextended for the time being and the Dow 
Transportations may be leading a downward correction, 
which would be normal following such a steep rise.

Plus, as Chart 6 shows, stocks often decline in 
January. It happened last year and it could happen this 
year too. If it does, it will provide a good opportunity to 
buy stocks at a lower price.

This would be good time to buy if you haven’t bought 
stocks yet, or if you want to add to your stock positions. 
Depending on how the other markets unfold, we may 
use some of our cash to raise our stock allocation.
BUT ISN’T IT TOO LATE TO BUY STOCKS? 

We don’t think so. Looking at Chart 7A, you’ll see the 
S&P500 since 2009 when the bull market began. You 
can see there have been corrections along the way, but 
the bull market uptrend has remained solidly intact.

Two of the biggest declines in 2011 and 2015-16, 
dipped below the 65 week average, but then bounced 
back up above it.

This raises the question, did all of the QE over the 
years really work? With the S&P500 hitting  new record 
highs, we’d have to say it did. It gave the market the fuel 
it needed. This is  especially true looking at the S&P’s 
leading (long-term) indicator (see Chart7B).

Note that it’s beginning to move up strongly into bull-
ish territory. Most important, this indicator has plenty 
of room to rise further before it reaches a high area.

This tells us there’s a lot of upside potential for 
stocks in the months ahead. This is also being con-
firmed by the other stock markets.
BULL MARKET PHASES

Interesting are the different psychological phases 
of bull market rises. These were best explained by our 
dear friend, the late Richard Russell.

This first phase of a bull market is the accumulation 

stage. The second phase of a bull market is often the 
longest, and this period is marked by improving busi-
ness conditions and increased valuations. 

The third and final phase is marked by excessive 
speculation, and we believe the market is currently in 
the third phase.

During third phases, stocks will often advance as 
much as they did in the first and second phases com-
bined. Confidence and valuations will usually surge as 
the public becomes fully involved in the market.

We’ll see if this third phase unfolds in textbook 
fashion,  but it sure could based on the action of the 
leading indicator alone. And so far, confidence and 
sentiment are also backing this up.
WE RECOMMEND...

For now, the stocks we continue to recommend buy-
ing and holding are listed on page 12. But remember, 
you may want to buy new positions gradually to take 
advantage of possibly lower prices.

On a final note, with the stock market heating up, 
consider subscribing to Dow Theory Letters.  

The writers are excellent.  They carry on with the 
great Richard Russell’s research, as well as their own, 
which is first rate. We are proud to be part of the team 
and we think you’ll be glad you signed on too. For more 
info go to dowtheoryletters.com

2009     2010        2011         2012      2013        2014       2015        2016
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The Standard & Poor’s 500-stock index performance for the start of 
each year going back to 1930.  The index kicked off 2016 by losing 
10.5 percent, its worst showing ever.

Source: Ritholtz Wealth Management Courtesy: AGORAFINANCIAL.COM
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u.s. interest rAtes AnD bonDs
rising rates for 2017?
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Interest rates are a key driving 
force in the world markets.
INTEREST RATES MOVE    
MARKETS

We know that may sound 
strange, but for years we’ve dis-
cussed the importance of interest 
rates and why it’s vital to keep a 
watch on what rates are doing.

The main reason is because 
interest rates call the shots for all 
of the other major markets, either 
directly or indirectly. 

In a nutshell, interest rates 
move the markets.

You’ve seen this over the past 
few years with the markets’ obsession with the Fed’s every 
word.  Will they raise rates, or not, when and why?. 

Because interest rates move stocks, currencies, the 
metals and of course bonds. They also affect the real 
estate market, the economy, businesses, retirement 
plans, savings, risk investments and much more.
LOW RATE WORLD

Interest rates have been unusual for quite a while. 
Many rates have been near zero for the past eight 
years.

Plus, last year interest rates in 
several countries dropped below 
zero into negative territory. In a 
world turned upside down, that 
meant you had to pay the bank to 
keep your money.  

This resulted in the lowest in-
terest rates in 5,000 years! That’s 
right, ever since the first records 
were kept...

Interest rates worldwide started 
to rise during the second half of 
2016 and they’ve been moving up 
since then (see Chart 8). The U.S. 
has the highest interest rate and 
that’s been a big attraction.

RISING U.S. RATES PUSHING DOLLAR UP
In this era of super low 

interest rates any advantage 
is a big plus, which is why 
the U.S. dollar has been so 
strong. Higher U.S. interest 
rates have made the dollar 
a star.

The stronger U.S. economy 
has been another factor boost-
ing interest rates. GDP for 
the third quarter grew 3.5%, 
which was a two year high 
(see Chart 9). Currently, the 
economy is expected to keep growing with Trump at 
the helm.

Meanwhile, the international short-term Libor inter-
est rate tends to lead other interest rates (see Chart 
10). It’s been rising steadily, it’s now above 1% and it’s 
near an eight year high. This too tells us interest rates 
are headed higher.
MEGA INTEREST RATE TREND STILL DOWN

For now, however, interest rates are declining from 
an extreme high and they’re poised to head lower in 
the weeks ahead (see Charts 11A and B).

 CHART 10
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currencies
u.s. dollar index: Holding near highs

The U.S. dollar has also become increasingly impor-
tant. As you know, it’s been surging, hitting a 14 year 
high and it’s set to rise further in 2017.

The main reason why is rising interest rates. They’re 
keeping a solid foundation under the dollar. But it’s 
not only interest rates...

Optimism is in the air, thanks to Trump. The 
general feeling is that better times are coming in large 

part due to tax reforms, lower corporate taxes, fiscal 
policy, reduced regulation, a more robust economy, 
greater corporate profits and more. And with interest 
rates poised to rise further, the dollar’s upside is pretty 
much wide open. For now, let’s take a look at the trends 
and you’ll see what we mean...
DOLLAR & INTEREST RATES:  Moving together

First, you can see on Chart 13 how the U.S. 

Interestingly, this is 
happening with the 30 
year yield just below its 
80-month moving av-
erage. In other words, 
the 30 year yield is 
resisting at that mega 
key level, while rates 
erase the excess. 

But the leading 
(long-term) indicator 
is up and bullish, re-
inforcing an ongoing 
interest rate rise once 
the current downward 
correction is over (see 
Chart 11C). 

At that point, we’ll 
want to buy ETFs that 
benefit from rising in-
terest rates.

We’ll see how this 
plays out, but the end 
result will indeed be 
important, across the 
board. This brings up 
another point we be-
lieve is interesting and 
worth noting...
WATCH FOREIGN 
BOND HOLDERS

Looking at Chart 
12, you’ll see what we 
mean... 

This shows the per-
centage of U.S. Trea-
sury bonds that are 
held by foreigners. 
It’s currently at 40%, 
which is very high.

More impressive, 

foreigners have been cutting back on 
their Treasury holding, to the lowest 
level in years. 

This isn’t a big deal yet, but it’s on 
our watch list.

It makes the U.S. vulnerable, espe-
cially considering some of the changes 
that have been taking place behind the 
scenes.

China, for example, has been selling 
their Treasuries in part to defend the 
falling yuan, but they’re also buying 
tons of gold. Russia has been doing the 
same, and so have some of the world’s 
largest investors.  It’s been an ongoing 
accumulation over the last decade.

As Jim Rickards notes... “This is not 
a ‘day trade’ but a strategic geopolitical 
move.” 

If this proves to be true, then interest 
rates will have to keep rising to attract 
buyers for their U.S. Treasuries.

RISING RATES = BEARISH BONDS
None of this will be good for U.S. gov-

ernment bonds. 
For now, bonds are bearish and 

they’re bouncing up.  If they remain 
bearish we’ll stay on the sidelines and 
out of the bond market.

U.S. is highly vulnerable 
to loss of confidence by foreign creditors

Inflection point?
Gold is substituting
for Treasuries

“Danger Zone” for foreign 
ownership
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CHART 14dollar index and 
the 10 year yield 
have general ly 
been moving op-
posite since 2008. 
The dollar was a 
safe haven while 
the yield fell. The 
trends were down 
for interest rates 
and up for the dol-
lar. This, however, 
has changed.

The dollar and 
the yield have been 
moving together 
for the past year.  
It became more 
noticeable when 
interest rates shot 
up, pushing the 
dollar up.  

There’s no sign 
this will change 
any time soon, 

and if the 10 year yield takes a longer breather, the 
dollar will decline with it in a normal downward cor-
rection.

We continue to recommend keeping your cash in 
U.S. dollars. It’s clearly the strongest currency and it 
has the best upside potential (see Chart 14).

Looking at this chart you’ll see the U.S. dollar in-
dex is currently pushing up against a strong 10 year 
resistance level. But if this resistance level is clearly 
broken, the dollar could be forming a stronger four 
year channel.
HERE’S WHAT WE’RE WATCHING... 

The U.S. dollar index will remain strong by staying 
above 100. And if it rises and stays above 104, it’ll be 
breaking above this strong resistance, which would make 
it extremely strong.

On the downside, the dollar index will stay bullish 
even if it declines to as 
low as 86, its 80-month 
average. It will remain 
firm by holding above 
92, its 2016 low.

These are the num-
bers to be watching.  
They’ll give you a good 
idea as to the dollar’s 
next move.

The bottom line is, 
if interest rates decline 
in the weeks ahead as 
we suspect, the dollar 

will too. But this won’t amount to much if it stays 
above these downside levels.

Keep in mind, a super strong dollar could eventually 
hurt U.S. and global growth, sending  trade to countries 
with weaker currencies.  It could lead to higher tariffs on 
imports and strained relations with trading partners. 

The trade deficit is already on the rise, in part be-
cause of the strong dollar, but these concerns are not 
currently on the radar. On the contrary, for now, all 
is well.
BEARISH CURRENCIES

Meanwhile, the currencies are no longer mixed. With 
the dollar soaring, the currencies have dropped further 
(see Chart 17). For now, they’re all bearish.

And regardless of some positive factors, the mar-
kets are ignoring them. Instead they’re focused on 
the reasons why the dollar is better, which is keeping 
downward pressure on all of the currencies.

Nevertheless, when the dollar temporarily softens, 
the currencies will rebound. 

And if you’re still holding some currencies that’ll 
provide a good opportunity 
to sell.

A quick look at Chart 15 
illustrates what we mean...

As you can see, the yen 
has been dropping, along 
with the others. In fact, it’s 
fallen so hard, it’s at an ex-
treme low. This means the 
yen is bombed out, the other 
currencies are similar, and 
they’ll likely bounce up in the 
upcoming weeks.

The Chinese yuan and 
the Shanghai stock market 
also provide a good example.  
They’ve been moving in op-
posite directions and gener-
ally, the major world markets 
tend to rise when the curren-
cies decline (see Chart 16).

CHART 15
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metAls, nAturAl resources & enerGY
2017: Good potential
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2016: BEARISH PICTURE
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2016 ended the year up for gold.  It gained over 8% 
in its best annual rise since 2011. 

This is good news for the overall turnaround (rise 
and decline) of the past year.  But gold is still techni-
cally bearish. So what next?

For now, the new year is off to a good start, and 
it’s offsetting some of the rough patch in the last quar-
ter of 2016.

Plus, several indicators have remained bullish, which 
is why we said that long term investors should keep 
their positions and ride through this down period.  

But the bottom line question is... was the decline 
below $1150 a short term shake out to scare the bulls, 
or is this new year rise simply a dead cat bounce, and 
lower lows are still on the horizon?

Gold’s D decline was underway well before the 
election, but the surprise Trump win coincided with a 
steeper decline in gold, while the dollar and the stock 
market shot up much further.

This strong enthusiasm could easily ebb and flow.  
We’re already seeing some potential of that with geo-
political uncertainty, for instance, and how it could 

affect the dollar, the global economies and all of the 
markets.  That is, the markets could get hit by a po-
tential catalyst from several angles. 
TIME TO REFLECT

This is the perfect time to reflect, and fully under-
stand why we own gold, and especially why we’re keep-
ing our still high 20% core position in gold and silver. 
Keep in mind, the mega trend in gold, is up and it’ll 
stay up even if gold breaks below the December lows 
(see upper Chart 20).

Basically, it depends on how you view gold.  It’s 
clearly an investment, but are you planning to keep 
your coins and bars always as an insurance/safety 
net, or do you want to invest in the major trend, and 
sell during a bear market? 

Our dear friend, Richard Russell’s words of the past 
are timeless.  And some of his thoughts could’ve been 
written today.... 

“Gold is the only asset that can’t and won’t join 
the crashing asset parade. Thus, owning gold is the 
ultimate insurance against utter disaster.

DAILY PRICES
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our higher position, it would’ve been even worse. The 
market turned bearish and we had to go with it.

At least now, we have a choice to ease back in, or 
not, depending on how the market unfolds.  
U.S. DOLLAR INFLUENCE

The key reason why gold fell more during the fourth 
quarter was due to the jump in the U.S. dollar, in 
reaction to the jump in the yields.  The strong dollar, 
however, may be in a topping process, and if so, it’ll 
be continuing a pattern it’s developed since the dollar 
was taken off the gold standard.

Chart 20 shows gold and the dollar going back to 
1972.  Note the mega green trend is down for the dol-
lar and up for the gold price.  Most interesting are the 
contratrends that’ve developed after each major fall in 
the dollar, and rise in gold.

In 1980 and every 15-16 years thereafter, in 1995 
and 2011, we’ve seen a six year dollar rise while gold fell 
in a contratrend (see red lined arrows).  The third and 
current dollar rise started in 2011, and if the normal 
pattern plays out, we could see the dollar peak at any 
time, or sometime this year, while gold rises further.

We’ll see what happens, but if the dollar rises to  
clear new highs and stays there, we could possibly 
see dollar’s major downtrend tested.  And if gold stays 
under pressure and closes clearly below $1050, then it 
too will be continuing the decline since August.
GOLD TIMING:  ‘A’ rise started

For now, the 17½% decline in gold from the Sum-
mer high to the Christmas time low is over.  It fit right 
in as a normal, yet not extreme D decline.  The leading 
indicator fell to a clear ‘D’ low area, and it’s now bounc-
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I’m asked about gold during a (stock) market rally. 
I doubt very much whether gold is going to fare well 
if this rally in the stock market gets rolling. Investors, 
rightly or wrongly, equate gold with trouble, particularly 
financial trouble. If the stock market is in a rallying 
phase, the feeling among investors is that “all is well, 
and who needs the insurance of gold?”

A stronger dollar implies a better economy and 
thus higher interest rates.  If the dollar does continue 
to strengthen and the stock market heads higher and 
interest rates increase, the sentiment could change to 
something like this -- “The stock market looks safer 
and higher, rates are heading higher, I’m better off in 
stocks or bonds. Why do I need gold?”  

This is not long-term thinking, this is the thinking 
of traders. Personally, I’m not a trader, I’m a long-term 
holder of gold and I’ll continue to be a long-term holder 
of gold.”

Back to us... This is the reflection we want our 
subscribers to be clear on...  to keep your gold through 
thick and thin, and/or to strive to be invested during 
bull markets.  We will always reflect and discuss both 
situations.
2017: MANY UNKNOWNS

2017 is going to be a wild card.  Even the Fed is keep-
ing an open mind during the first half of the year.  The 
gold arena still looks good, and as long as the December 
2015 lows hold, the market will be doing okay, and we 
suggest staying with your core position. But the outcome 
will become more obvious in the weeks ahead.  
Here’s what we’re watching...

The Trump win was supposed to increase market 
volatility and cause a run to safety, but it did the op-
posite.  Sentiment shifted, looking for better economic 
growth through fiscal stimulus.  

Chart 19 (left) shows that gold today (in red) is now 
weaker than the rises during the first year of prior bull 
markets.  But gold shares are not far off, compared to 
previous bull markets, and they’re more bullish than 
gold.

We’ll go with what we see.  Lowering our posi-
tion was prudent yet unfortunate.  In hindsight, it  
would’ve been better to ride through weakness but if 
gold would’ve fallen further, and we’d stayed in with 

since 1972
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ing up (see Chart 21).  
Gold held well above both its 

2008 peak and December 2015 
low at $1000-$1050 (see green 
broken line).  And the indicator 
now has plenty of room to rise 
further. This is a positive sign.

But A rises, like B declines, 
tend to be moderate and they es-
sentially become a consolidation 
period following the wild C rises 
and D declines.  

So if gold now rises moder-
ately during the current A rise, 
it’ll be normal. But if gold soars 
during this rise, it’ll mean the 
bull market is strong.  

For now, let’s see if gold can 
rise and stay back above its 23 
month average, currently at 
$1202. This alone would be a 
bullish sign, indicating that the 
decline below this moving average 
was an aberration.

In bear markets, the A rises 
tend to stay below the 23 month 
average, so let’s keep an eye on 
this level.  The next step thereaf-
ter would be the $1220 area.    

On the downside, as long as 
gold stays above $1150, the A 

In fact, gold shares are look-
ing good within a still bottoming 
area.  Chart 23 shows the HUI 
index jumped back above its 65 
week moving average, and it’s 
still forming the right shoulder 
of a head and shoulders bottom.  
Meanwhile, the leading indica-
tor is bouncing up from a clear 
low area that coincides with 
lows in the HUI index.  

If HUI now stays above this 
average at 187, gold shares will 
be very firm.. and tempting to 
buy again.

Gold shares have been the 
most volatile market, rising 
150% to its August high, before 
closing up the best at 59%.  This 
movement reinforces to stay 
with the major trend thesis, 
but it’s been an emotional roller 
coaster especially if you bought 
during the year. Overall, since 
gold shares move with gold, we’ll 
wait to see which way gold goes 
next before buying gold shares.

Silver is looking fine as well. 
It ended 2016 gaining 16%.  It 
briefly dipped below its 65 week 
moving average,but it’s back 
above it (see Chart 24).  

This means  as long as silver stays 
above its December 2015 lows, near 
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rise will remain underway.  At this 
point, we advise you to sit tight 
and keep your current position 
in gold and silver while we wait to 
see how gold develops from here. 
This is the bottom line.
SILVER & GOLD SHARES:    
Better than gold

Silver and gold shares are 
stronger than gold, and both have 
been better since the bull market 
started a year ago. The ratios on 
Chart 22 show this clearly.

Note that since 1992 both 
silver and gold shares have been 
stronger than gold at the same 
time (see red lined arrows). And 
they’ve been stronger during the 
best part of the bull markets.

Gold shares are still bombed 
out versus gold. The ratio is still 
coming out of the pits, in spite of 
last year’s rise, and it has a long 
way to go.

This alone is a bullish sign for 
the whole gold universe.    And 
both are poised to continue out-
performing gold this year and 
beyond.
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a brisk rise, 
and it’s clear-
ly above its 
65 week mov-
ing average 
for the first 
t ime s ince 
2014, prior to 
the plunge.

This com-
modity index 
(S&P GSCI) 
is in a new 
bull market 
by stay ing 
above 348.

Our indi-
cators show 
that the energy and resource sectors are poised to rise 
further in 2017.  
CRUDE OIL & COPPER: Barometers

Copper is bullish.  It gained 20% in 2016, and it’s in 
a solid rise by staying above $2.20 (see Chart 27).  

The industrial metals have outpaced the gold price, 
but for now copper is taking a breather, and it could 
weaken further. It’s risen far and fast, and it’s best to buy 
positions in this sector during upcoming weakness.  

Crude oil has been impressive this year too.  It was 
up 46% in 2016, in good part thanks to OPEC putting a 
lid on production.  It’s still to be seen if this continues.

Crude has been forming a head and shoulders bot-
tom for the last two years (see Chart 28).  But once it 
rises clearly 
above $54, 
i t  c o u l d 
reach $60 
as a f irst 
target.  The 
indicator is 
also on the 
r i s e  w i th 
room to rise 
more.  This 
backs  up 
the possibil-
ity of a fur-
ther rising 
oil price.

Overall, 
these mar-
k e t s  a r e 
s h o w i n g 
promise for 
2017 and 
we’ll likely be 
buying more 
resource re-
lated stocks 
in the near 
future.  So 
stay tuned.

$13.70, and especially 
above $15.75, it’ll be 
firm and poised to rise 
further.

Platinum has been 
the least impressive 
precious metal. It’s still 
following the pack, and 
most interesting is to 
see how cheap it is... 
abnormally so.  

Chart 25 shows plat-
inum compared to gold.  
Normally, platinum is a 
more expensive metal 
than gold.  From the 1960s up to 2011, it was rare to 
see the platinum price lower than the gold price.

Platinum, however, soared up to the 2008 peak, 
rising much more than gold, but it then lost its luster 

(see Chart 25).  Platinum 
today is the cheapest it’s 
ever been versus gold. Its 
price is about $200 less 
than the gold price. This 
alone shows some value 
here. 

Palladium has been 
the best.  And record car 
sales in 2016 were the 
main reason why.  It looks 
good in a firm rise above 
$650.  A breakout would 
occur above $775.

ENERGY & RESOURCE: A bright future
The commodity market was also up for 2016 for 

the first time in five years.  It looks like this will also 
be a good year for this sector, and we want you to be 
on board for the move.  The indicators are confirming 
stronger demand, which goes hand in hand with the 
Trump plan.

Chart 26 shows a good example of this market over-
all.  It fell 64% from the 2011 peak to the 2016 low, 
which was similar to the 2008 collapse.  But 2016 had 
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      The New Year is starting off by erasing some of the excessive moves during the last 
quarter. The bull markets are taking a breather.  Interest rates,  the dollar and the stock 
market are under pressure, in spite of record highs in the Nasdaq.  The gold universe 
and the bond market are bouncing up, as are some of the currencies.  This slowdown 
time will likely be a good time to pick up some key investments.
    
PRECIOUS  METALS, ENERGY, RESOURCE
       All of this sector closed up for 2016.  Gold shares and crude oil were the top perform-
ers, but they all did well.  Interestingly, when gold peaked in August and declined to its 
low in December, the resource sector and base metals rose, and in some cases, jumped 
up. This rise is turning the resources around, and their future looks bright for this year. Palladium also jumped up with strong 
auto sales, and Dr. copper is bullish and strong.   We have a few resource and energy shares in our stock market mix, and 
we’d like to add more, but we’ll hold this month before buying more.  Our core gold and silver positions are solid, and in fact, 
20% is high for a core position, but we think it’s justified.  Gold shares shot up from the lows, and led the way for gold and 
silver in the new year rise.  The question today is, will the ‘A’ rise be good enough to convince us that the weakness is indeed 
over? We’re watching this closely.  It’s very tempting to buy gold shares, but before we buy, we’d like to see how this ‘A’ rise 
develops.  If it rises and STAYS above $1202, it’ll be looking very good.  We’ll keep you posted in our weekly updates.

U.S. & GLOBAL STOCK  MARKETS
     The U.S. market remains strong with Nasdaq hitting new record highs.  The Transports, however, have been declining 
since early December while the Industrials are bumping up against 20,000, and having trouble surpassing it.  Overall, the 
market has been moving sideways near the highs, and it still looks ready to decline in a downward correction, perhaps like it 
did last January.  Our positions are doing fine, and we still recommend buying and holding the stocks listed in the box below.  
They’re listed in order of strength. Continue to buy gradually to take advantage of any upcoming weakness.  The market 
looks good and it has room to rise further this year. Keep your 40% position in our selected stocks. The world markets are 
generally not as strong as the U.S. market but they too look good.

INTEREST  RATES  &  BONDS 
   Interest rates are coming down from their highs, taking a needed breather, and they’re poised to decline further, while 
bond prices bounce up from the 
lows.  The mega trend is still down 
for the 30 year yield by staying 
below 3.25%, but interest rates 
have turned the corner, and once 
this downward correction is over, 
the yields are poised to rise in the 
months ahead.  For now it’s best 
to watch from the sidelines.  

CURRENCIES  
   The U.S. dollar index has been 
holding near its 14 year highs, but 
it’s under pressure and it’s poised 
to decline further.  The bull market, 
however, is still underway.  We 
continue to recommend keeping 
all of your cash in U.S. dollars for 
now.  Our cash position is tempo-
rarily large but we’re watching for 
new opportunities.  We’re in a good 
position to start off the new year.

OVERALL   PORTFOLIO  RECOMMENDATION 

Note: Shares, funds & ETFs  
are listed in the box in order of 

strength per each section.  Keep 
the ones you have on the list.             

40%  
Stocks

20% 
Gold & silver 
physical  

40% Cash  
U.S. dollars 

PRICE AT % GAIN/LOSS
NAME SYMBOL DATE PRICE issue date

 S I N C E  1 s t  
B O T

Gold (physical) Oct-01 277.25 1196.60 331.60
Silver (physical) Aug-03 4.93 16.83 241.34

PRICE AT % GAIN/LOSS
NAME SYMBOL DATE PRICE issue date

 S I N C E  1 s t  
B O T

Nasdaq Pwrshrs QQQ Aug-16 117.7 122.92 4.44
US Financial Services IYG Dec-16 107.06 108.40 1.25
Dynamic Leisure  PEJ Nov-16 39.46 40.60 2.89
SPDR S&P Bank KBE Dec-16 43.41 44.00 1.36
SPDR Russell 2000 TWOK Nov-16 77.19 80.36 4.11
Dow Industrials DIA Aug-16 186.52 199.34 6.87
SPDR  S&P Insurance KIE Nov-16 80.24 83.44 3.99
US Steel X Nov-16 29.17 35.20 20.67
S&P 500 Index Equal RSP Dec-16 87.55 88.02 0.54
Alcoa Corp AA Nov-16 31.85 31.97 0.38
Microsoft MSFT Dec-16 63.62 63.19 -0.68
S&P Global 100 IOO Aug-16 75.34 77.97 3.49
DJ Transportation IYT Nov-16 158.29 165.37 4.47
S&P 500 Energy XLE Dec-16 76.16 74.93 -1.62

Buy/Hold
Buy/Hold
Buy/Hold
Buy/Hold

Buy/Hold
Buy/Hold
Buy/Hold
Buy/Hold
Buy/Hold
Buy/Hold

CURRENT 

Buy/Hold
Buy/Hold
Buy/Hold
Buy/Hold

STOCK ETFS & SHARES

GOLD AND SILVER 
CURRENT PURCHASE

Hold

RECOMM

OUR OPEN POSITIONS in order of strength per section

Hold
RECOMM

PURCHASE


